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PART A - QUESTIONS 
(Each question is worth 20 marks for a total of 60 marks) 


Candidates MUST answer ONLY THREE (3) of the following SIX (6) questions in the 
Answer Book provided. Please note that if MORE than THREE (3) questions are answered, 
only the FIRST THREE (3) answers will be marked. 


1. Explain what exactly an ERC measures, and explain with what other measures does it 
vary inversely. 

2. Compare deprival value with fair value in terms of usefulness for investment decisions 
for alocal government department as contrasted with a private sector firm. 

3. Discuss the GRI’s claim to be the principal source of sustainability accounting globally in 
terms of what it requires from reporting entities, including in your discussion an outline 
what it requires that other reporting councils do not. 

4. Under what circumstances would EBITDA be seriously misleading as the main 
performance indicator for a multinational group quoted on a major stock exchange. 

5. Give a speech to an imaginary group of school leavers explaining what integrity means 
in a professional career and how it shows itself. 

6. Compare critically the usefulness of institutional theory and positive accounting theory to 
understanding why firms make the accounting policy choices they do. 


PART B — MULTIPLE CHOICE QUESTIONS 
(Each question is worth 1 mark for a total of 10 marks) 


Candidates MUST answer ALL TEN (10) Multiple Choice questions on the Answer Sheet 
provided on Page 5 of this examination paper. You are required to indicate the best of the 
three alternative answers in each case. 


1. | Compared to International Accounting Standards, the Conceptual Framework, 


A) directs rather than suggest the proper accounting treatment 
B) promotes decision usefulness rather than stewardship 
C) is less detailed but more specific 


2. The accounting measurement that values an asset based on the amount the firm would 
lose if it no longer held the asset is not: 


A) — surplus value 
B)  deprival value 
C) replacement value 


3. Costs incurred by principals to measure, observe and control the agent’s behaviour are 
not described as: 


A) monitoring costs 
B) costs of capital 
C) bonding costs 


10. 
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Representativeness occurs when people 


A) act on the information they most easily recall even if other information is more 
accurate or more relevant 

B) treat one example as if it was a whole population 

C) deal with agents rather than their principals 


A) There is scope for individual judgment and manipulation 

B) They are vague and flexible to enable a true and fair view to be taken by the 
directors 

C) Fraud is much harder to perpetuate compared with rules based standards 


Patents, copyrights and trademarks in integrated accounting are recorded as 


A) human capital 
B) financial capital 
C) _ intellectual capital 


The GRI requires firms to specify: 


A) the boundaries of their various environment impacting assets 
B) the subdivisions of their natural capital assets 
C) the business models applying to each of their operations 


In a perfectly competitive stock market, 


A) _ there would be no need for accounting at all 
B) there would be no accruals 
C) there would be no accruals effect 


The professional obligation to exercise due care in managing a Client’s affairs 


A) requires working beyond the hours billed without payment if that is required to do 

the job properly 

) means behaving appropriately 

C) involves performing the work at the standard professional authorities would regard 
as at least as good as the average for the profession in the applicable 
circumstances 


A game scored by the number of cuts a fighter suffers relative to the number he 
administers would be an example of measurement on which scale? 


A) _ interval 
B) nominal 
C) ratio 
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PART C— FACT OR OPINION QUESTIONS 
(Total of 30 marks; 1 mark for each correct identification, 2 marks for a good brief 
rationale in each case) 


Candidates MUST answer ALL TEN (10) Fact or Opinion questions on the Answer Sheet 

provided on Page 5 of this examination paper with an F if you believe the statement is a 

statement of fact OR with an O if you believe it is a statement of opinion. DO NOT say it 
could be either. Be sure to give adequate reasons. 


1. |The magnitude of earnings response coefficient tells us how important and useful to 
active stock market investors a piece of information or a whole set of information may 
be. 


2. Over 87% of the problems in financial accounting can be solved with one of the theories 
learnt in this unit. 


3. The reported PV of a firm’s pension fund liabilities is a fact because the reporting is a 
fact and the value is a present value. 


4. There is no such thing as a free lunch. 
5. If | had gills, | could live underwater. 


6. In the top 100 Australian firms by stock market valuation as of today, the average 
remuneration of women directors on the main board exceeds that of men by 3%. 


7. Positive accounting theory contains the idea of decoupling. 
8. Impairment is a kind of depreciation as far as its effects on asset values are concerned. 


9. Professional accountants must tell the truth, the whole truth, and nothing but the truth 
about a client’s financial affairs to the ATO when asked any questions by an authorised 
official. 


10. Type 2 failures increase every year in Sydney. 
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PART B — MULTIPLE CHOICE QUESTIONS ANSWER SHEET 
Circle the letter of your choice next to the corresponding question number. 


iar Answer 
1. A B C 
2 A B C 
3 A B C 
4 A B C 
5 A B C 
6 A B C 
7 A B C 
8 A B C 
9 A B C 
10 A B C 


PART C — FACT OR OPINION QUESTIONS ANSWER SHEET 


Answer ALL TEN (10) questions with an F if you believe the statement is a statement of fact 
OR with an O if you believe it is a statement of opinion in the column next to the question 
number. DO NOT say it could be either. You should add a BRIEF reason for which credit will 
be given in the case of any clear and correct reasoning even for wrong answers. 


Question No. | Answer Reason 


1 


2 


3 


10 


Please remember - This examination paper MUST BE HANDED IN. Failure to do so will result in the 
cancellation of all marks for this examination. 
Writing your name and number on the front will help us confirm that your paper has been returned. 
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